OFFICIAL PROCEDURES: 
SHARIAH DEPARTMENT

EQUIPMENT FINANCE

1. The Purchaser applies to Islamic Financial institution (ABL) for finance to purchase equipment.

2. After approval, Islamic Financial institution will appoint the Purchaser as its agent. An agency agreement (Annexure A) will be signed between the Bank and the Purchaser.

3.1 After conclusion of the Agency agreement the Purchaser may be requested to negotiate with the supplier on Islamic Financial institution's behalf..

3.2 Islamic Financial institution should point out to the Purchaser that any deposit required by the Supplier should not be paid by the Purchaser directly to the Supplier. The required deposit should be lodged with ABL and, ABL, (for its own account as Purchaser from the Supplier), should than pay the required deposit to the Supplier.

4. However,

a) if prior to receiving approval from Islamic Financial institution and/or  prior to being appointed as an agent of Islamic Financial institution, the Purchaser had already  negotiated with the supplier for the vehicle and/ or had already paid him a deposit to secure the vehicle then,

i) the Purchaser and the Supplier must be requested to sign the "Cancellation Of Transaction Already Concluded" form (Annexure B ) ; and

ii) only thereafter, the Agency Agreement referred to clause 2 above should be concluded and the request mentioned in 3.1 above should be implemented.

b) if after the steps mentioned in clause 2 and 3.1 above are executed, the Supplier insists that the Purchaser must pay an initial deposit directly to him to secure the vehicle then,

i) the Purchaser must be requested to sign the "Acknowledgement And Declaration Of Deposit Paid To The Supplier On ABL's Behalf" form (Annexure C); and

ii) thereafter, the Purchaser must be instructed to pay the deposit acting as ABL's agent directly to the Supplier and ABLL must credit the Purchaser in respect of all amounts paid by the Purchaser on behalf of ABL to the Supplier.

5. The legal department should request a proforma invoice from the Supplier made out in Albaraka Bank's name. However, for VAT purposes, the proforma invoice can be made out as follows:

Purchaser's name c/o Albaraka Bank


The invoice should contain the following information:

i) Description of equipment

ii) Serial No/s.

iii) Price of Equipment (Including VAT)

iv) Less Deposit/Discount

v) Balance Owing after Discount/Deposit

6. Upon receipt of the proforma invoice from the Supplier, Islamic Financial institution must draft the Murabaha Instalment Sale Agreement (Refer to Annexure E) and the relevant security documents which must be signed by the Purchaser.

PLEASE NOTE that at this stage the Murabaha Instalment Sale Agreement signed y the Purchaser is only a promise by the Purchaser indication his willingness to purchase the equipment and it only becomes binding on the Purchaser after the first sale (i.e. when ABL pays/ commits to pay thew supplier) is concluded. The second sale (i.e. the sale of the equipment  by ABL to the Purchaser as per the terms and conditions reflected in the Murabaha Instalment Sale Agreement - refer to clause 10 below) is executed only after ABL acquires ownership of the equipment by virtue of the first sale. The distinction between the Purchaser's aforementioned promise  to purchase and the time of the conclusion of the second sale should be clearly explained to the Purchaser at the time the Purchaser signs the Murabaha Instalment Sale Agreement and other related documents.

7. The Purchaser should be requested to make the initial payment (deposit) required by ABL directly to ABL for the Purchaser's own account, if he has not already done so (refer to clause 3 above)

PLEASE NOTE that at this stage, the deposit paid by the Purchaser either to Islamic Financial institution directly  for his own account or to the supplier directly on behalf of ABL in lieu of which ABL had credited the Purchaser still belongs to the Purchaser and does not belong to ABL. ABL is only retaining the money in trust for the Purchaser.

8. Islamic Financial institution should then instruct the Supplier to deliver the equipment to the Purchaser (ABL's Agent) and to present the original invoice to Islamic Financial institution.

9. Islamic Financial institution must then pay the Supplier for the equipment. (The first sale is now concluded.)

10. ABL must then sell the equipment to the Purchaser (the second sale). To conclude the second sale, (i.e. sale of equipment by ABL to the Purchaser), ABL must offer to sell the equipment to the Purchaser according to the terms and conditions reflected in the Murabaha Instalment Sale Agreement already signed by the Purchaser. If the Purchaser accepts ABL's offer he will sign the acceptance section on the "Offer Of Sale And Acceptance Agreement" - Annexure D.

11. The initial deposit which was paid by the Purchaser directly either to Islamic Financial institution for his own account or to the Supplier on behalf of ABL in respect of which ABL has credited the Purchaser will now be transferred into Islamic Financial institution's debtors account and will be reflected in the Murabaha Instalment Sale Agreement as the initial payment paid by the Purchaser to ABL.

12. If the equipment is given to the Bank as security, the Purchaser will be requested to pledge the equipment as Security tot he Bank after he becomes the owner, i.e. after the second sale is concluded between ABL and the Purchaser (i.e. upon accepting ABL's offer of sale). For this purpose, the Purchaser will be requested to sign the "Pledge Of Equipment" form - Annexure F.

13. The legal department will instruct the attorney to register a General Notorial Bond on the equipment.

14. The accounting department will invoice the Purchaser. The details reflected on the invoice (Annexure G) must be in accordance to the details reflected in the Murabaha Instalment Sale Agreement and it should reflect the following:

i) COST PRICE (Including Vat)

ii) MARK UP

iii) SELLING PRICE

iv) LESS DEPOSIT/ INITIAL PAYMENT

v) BALANCE OWING

vi) TERMS OF PAYMENT OF BALANCE OWING

DEPOSIT PAID TO SUPPLIER NOT TO BE REFLECTED ON DOCUMENTS

i) If after the steps mentioned in clause 2 above are executed, the Purchaser wishes to pay an initial deposit directly to the Supplier which will not be reflected on the invoice or Deed Of Sale, the Purchaser will be requested to sign the "Acknowledgement And Declaration of Deposit Paid To The Supplier On Behalf Of ABL And Not Reflected" form - refer to Annexure K. Thereafter the Purchaser will be instructed to pay the deposit acting as ABL's agent directly to the Supplier. ABL will pass a credit to the Purchaser equivalent to all amount paid by the Purchaser on behalf of ABL to the Supplier. However, the deposit  paid to the Supplier will not be reflected in the Murabaha Instalment Sale Agreement as the initial payment paid by the Purchaser to ABL>

